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P.O. BOX 40, COMMERCE COURT WEST, 
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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


The Company’s wholly-owned subsidiary, Raglan Quebec Mines Limited, holds mineral exploration 


permits totalling 300 square miles and 157 claims located in the Ungava Region of Quebec. 


Topographical maps have been completed, based on the 1977 airborne photographic survey. Detailed 
geological mapping to correlate existing surface and underground data has not yet been initiated. 


The depressed state of world prices and demand for nickel has begun to moderate. A review of previous 


feasibility studies will be made during 1979 in light of any changes in the nickel marketing situa 


tion. 


The Consolidated Financial Statement of the Company and its subsidiary, Raglan Quebec Mines 


Limited, for the year ended December 31, 1978 are included in this report. 


Ore Reserves 


Ore reserves did not change during the year and are estimated, including dilution, as fol 


Tons 
Donaldson Mine — Underground Exploration 
Ae AS SUILCCENESEEV ES. (ica ak odovere del esa cccne-paeduon dnote pak eoiterpnae es cuatobcsdah cous 3,021,000 
Katiniq Deposit — Surface Drilling 
Incicatedsby closely Spaced NOLES rcs. sncucwacsdutpepssessacvods ca sevendsonasosbenass 5,276,000 
Assumed extension of ore within 
Peru pan tts COM CATUILL) Sess cots c tac. ences cet ra na an Secnaterstas tag es oo eqn so -0 ee. 5,000,000 
2 - Area — Surface Drilling .............. tte ARSE ROR PROMS tt OND 660,000 
Assumed extensions of ore within 
PALO ARIES OTTO MINS ces f5e6 cece, Saree n decane seen nsonk moeteaseeewcens 500,000 
EER CAT SOUR ACE LO MMIMINS octet estore ete eee nets cnt tars deancti's stb shooeetesneaee neta 1,093,000 
Assumed extensions of ore within 
FACET Ale VIE On FULELIN Rea cack ee Se eee tenet em ase ene ses 500,000 
16,050,000 


On behalf of the Board of Directors, 


L.C. KILBURN, 


lows: 
Grade 

% Ni % Cu 

3.06 0.73 

2.42 0.70 

2.42 0.70 

2.43 0.72 

2.43 0.72 

2.81 0.69 

2.81 0.69 
0.71 


June 7, 1979. President. 
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CONSOLIDATED BALANCE 


ACS SiEsla> 
CURRENT ASSETS . 1978 1977 
Cash and short term securities, at cost which approximates market value. $ 41,471 §$ 107,634 
Accounts: receivable: a. cncatsecess cecssstsos sense ote cane coe ene eee eee 18,523 8,256 
59,994 115,890 
FIXED ASSETS 
Mineral exploration licences and staked claims in the Cape Smith-Wakeham 
Bay area of Ungava, Quebec at Cost zee tee ee 81,000 81,000 
Buildings and prospecting equipment, at nominal Value ...........ceeeeeeeeeeeeees 1 1 
81,001 81,001 
DEFERRED EXPENDITURES 
Exploration, development and other expenditures deferred (notes 2 and 4) 28,523,992 28,464,157 
$28,664,987 $28,661,048 


To the Shareholders of 
New Quebec Raglan Mines Limited 


AUDIT 


We have examined the consolidated balance sheet of New Quebec Ragl 
development and other expenditures deferred and changes in financial position for the 
standards, and accordingly included such tests and other procedures as we considered I 


Recovery of exploration, development and other expenditures deferred is ur 


In our opinion, subject to the effects, if any, on the financial statements of th 
financial statements present fairly the financial position of the company as at December - 
ended in accordance with generally accepted accounting principles applied on a basis ¢ 


Toronto, Canada 
January 16, 1979 


AN MINES LIMITED 


e laws of Ontario) 


ET AS AT DECEMBER 31, 1978 


BEAB VET ES 


CURRENT LIABILITIES 1978 1977, 
PRECOUMIS Day ATE ANIC ACEIUIEC NADINUIES! oy rcescaccusessa-setcsvactache sist tevscseveusss corsets $ 3,390) "5S 234 
MINORITY INTEREST 
Preferred shares of subsidiary company issued to Falconbridge Nickel 
Mines Limited (notes 2 and 3) ...... a Sal ae A A et A En en 17,395,916 17,395,174 
SIVARE HOE DER S“*. EO 8 liy 
CAPITAL STOCK 
Authorized — 8,000,000 Shares of $1 each 
Issued — 7,763,871 Shares (1977 — 7,760,294 shares) (notes 2 and 5) ... 7,763,871 7,760,294 
Amount representing exploration expenditures made by Falconbridge 
Nickel Mines Limited for which shares are to be issued (note 2) .......... 41 7,333 
CSSD ICGUISGNSS PEN 2G) ac aU eo a a oe ao alae Ore eee ee 2 7382 3,626 
7,771,294 73774, 200 
CONTRIBUTED SURPLUS ARISING FROM REDUCTION OF CAPITAL in 1965 2,197,496 2,197,496 
Been EB DE NINN Ge, Sore cctet ook co exs eencceccensaecesecl notes toetas Seas Fo it de cRees sien cine eaur ene ee 1,296,891 1,296,891 
11,265,681 11,265,640 
$28,664,987 $28,661,048 


Approved by the Board 
L. C. Kilburn, Director 
J.-H. Gagné, Director 


REPORT 


nes Limited as at December 31, 1978 and the consolidated statements of exploration, 
then ended. Our examination was made in accordance with generally accepted auditing 
ary in the circumstances. 
n, as explained in note 4. 
mate resolution of the matter referred to in the preceding paragraph, these consolidated 
8 and the results of its operations and the changes in its financial position for the year then 
ent with that of the preceding year. 
THORNE RIDDELL & CO. 
Chartered Accountants 


NEW QUEBEC RAGLAN MINES LIMITED 


CONSOLIDATED STATEMENT OF EXPLORATION, DEVELOPMENT AND 
OTHER EXPENDITURES DEFERRED 
Year Ended December 31, 1978 


Exploration 1978 1977 
Direct costs 
Geological expenses 2.20.61. 2iennsesessecsnneasvecnsonatoseceatenceeneeans adheasrt teensevedeoenpense $ 742 $ 134,145 
Indirect costs 
Property maintenanCe ii.cic ccs scosaceccaaconna tes sure ceeeee enn? eure meena ees eeneee a esmecereaens 45,791 85,724 
46,533 219,869 
Financing 
Value assigned to shares of company issued or to be issued as additional 
consideration to Falconbridge Nickel Mines Limited for making 
expenditures on subsidiary company’s property (note 2) ........ eee 41 7,333 
ACMinistrative: <csecccscel cee eles eee ere eer ae ene ee eae 27,716 17,791 
Total expenditures for the year <i(22255fecrccns sccctee senate ete es trcte eects a euan seaeee tanec ears 74,290 244,993 
Deduct 
Proceeds from Sale Of, CQUIDIMENU ries c. 2: sects cesta tere encl meee eee es 10,000 
Proceeds from insurance: Glatry accpucivc-caceencteeeee eiteee eae ee ee ee 91,350 
INTEFESt CARNE sisicsesssaccssiavedeseeceasanteeeenbe Woes Meee neon ee eee a et cnt eee 4,455 4,709 
14,455 96,059 
NET EXPLORATION, DEVELOPMENT AND OTHER EXPENDITURES ............... 59,835 148,934 
EXPENDITURES DEFERRED AT BEGINNING OR VEA Ripe eee eee 28,464,157 28,515,228 
EXPENDITURES DEFERRED AT END OF YEAR (note 4 ee eee $28,523,992 $28,464,157 
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
Year Ended December 31, 1978 
WORKING CAPITAL DERIVED FROM 1978 1977 
Preferred shares of subsidiary company issued or to be issued for 
exploration expenditures: ic..cccseccscee eee ee $ 742 $ 134,145 
Shares of company issued or to be issued for expenditures on the 
subsidiary. company’s property 2..:..:.ccsece ree eee eee 41 7,333 
783 141,478 
WORKING CAPITAL APPLIED TO 
Net exploration, development and other expenditures ............cccccseeseeeeeeeeees 59,835 148,934 
DECREASE IN: WORKING: CAPITAL ie iaca oho ace ety tuncsee ese eee ne ee 59,052 7 456 
WORKING -GAPITAL-AT BEGINNING: OB VEARS corn ere oe eee eee teres 115,656 123,02 
WORKING CAPITAL ATC END: ORZY EAR ieee ee eee $50,604. SiS .Gon 


NEW QUEBEC RAGLAN MINES LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year Ended December 31, 1978 


BASIS OF CONSOLIDATION 


These financial statements include the accounts of the company and its subsidiary company, Raglan 
Quebec Mines Limited (No Personal Liability). 


EXPLORATION AND DEVELOPMENT AGREEMENTS 


In accordance with agreements entered into with Falconbridge Nickel Mines Limited, Falconbridge 
undertook exploration and development work on the subsidiary company’s properties. As consideration 
Falconbridge receives: 


One share of $1 par value of the subsidiary’s redeemable, cumulative preferred shares for each $1 of 
expenditures and 


One share of New Quebec Raglan Mines Limited for each $37.50 of expenditure. 


Prior to 1977 the company recorded the issuance of its shares at $15 and $12 per share which were the 
approximate fair market values of the shares at the dates of signing the prior agreements. Shares issued 
pursuant to a new agreement dated January 1, 1977 are to be issued at $2.05 per share which is the 
approximate fair market value at that date. Pursuant to the agreements, Falconbridge incurred 
expenditures for which shares have been issued or are to be issued as follows: 


Preferred shares Shares 
of subsidiary of company 
Expenditures — par value — number 
UCU i] PY @y WY 9 eed hs B27 oe nee eae $17,261,029 $17,261,029 260,294 
TL AE ta era ino AAU tf AR A I 134,145 134,145 3977. 
LAUTICG ae SSIs Bie en ate enn ei PRA A ee a el ee ee a 742 742 20 
Ota At DECEMDEF 31), 1978 cc. iiscsccstscccsdenddeeachoos $17,395,916 $17,395,916 263,891 


Falconbridge has the right under the agreements to continue exploration and development on the 
properties, expend further amounts thereon up to $2,604,084 and receive as consideration preferred 
shares of the subsidiary company at par value and in addition one share of the company’s capital stock for 
each $37.50 of such expenditure. 

The tax benefits with respect to these expenditures are claimable by Falconbridge and are not claimable 
by the subsidiary company. 

ARREARS OF DIVIDENDS 

Arrears of dividends on the cumulative preferred shares of the subsidiary company amount to $10,166,640 
at December 31, 1978 and $8,954,966 at December 31, 1977. The subsidiary company has agreed that it 


will not pay dividends on its common shares or make any other payments to its common shareholders 
until all of its third preferred shares are redeemed. 


EXPLORATION, DEVELOPMENT AND OTHER EXPENDITURES DEFERRED 


Exploration, development and other expenditures amounting to $28,523,992 at December 31, 1978 (1977, 
$28,464,157) represent costs incurred in development of properties of the subsidiary company in the Cape 
Smith-Wakeham Bay area. 

Development work on these properties was suspended in 1971. Feasibility studies indicate that recovery 
of these costs through future mining operations is dependent upon (a) substantial increases in the present 
world nickel prices; (b) the ability to raise sufficient capital financing; (c) the successful development of 
an economic mining operation; (d) marketing of production; and (e) maintaining the permits and licences 
in good standing. 

Because of the world’s current over-supply of nickel it cannot be predicted with certainty when the 
expenditures on the properties will be recoverable by charges against income from future mining 
operations. 


CAPITAL STOCK 


During the year the company issued 3,577 shares to Falconbridge Nickel Mines Limited at $2.05 per share 
pursuant to the new agreement dated January 1, 1977. Of the proceeds of $7,333, $3,577 was credited to 
capital stock and the balance of $3,756 was credited to premium on shares. 
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